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2 KEY ECONOMIC INDICATORS: 


All values in millions of U.S. 
dollars unless otherwise stated 

1975 
INCOME, PRODUCTION, EMPLOYMENT: 


5.1 
639.5 


Population (millions) 
GDP (current prices-$million) 
GDP (constant 1973 prices-$mil.) 473.5 
GDP per capita (current-$/year) 125.4 
GDP per capita (constant 1973-$/year) 92.5 
Index of Manufacturing Output 180.0 
ESCOM Output (KWH millions) 263.0 
ADMARC domestic purchases 
('000 short tons) 
Agricultural exports 
Tobacco ($ million) 
Tea 
Sugar 
Peanuts (Groundnuts) 
Cotton 
Rice 


131.7 


MONEY AND PRICES 


Money supply ($ million) 
Quasi-money ($ million) 

Public External debt 

($ million) outstanding 

Public debt service as percentage 
of domestic exports 

Commercial bank prime rate 

Price Index (1970=100) 

Official external reserves 

($ million) 


BALANCE OF PAYMENTS AND TRADE 
(§ Million) 


Balance of Current Account 
Terms of Trade 


Total Imports (C.I.F.): 


South Africa 
United Kingdom 


1/ Figures as of October 1977 


1976 


5.3 
734.5 
504 .6 
138.6 


MALAWI 


Exchange rate used in this table: 

Malawi Kwacha 1.00 = U.S. $1.12 
% Est. Est. 2% 
Change Change 


1975-76 1977 1976-77 


5.5 
840.8 
533.3 
152.9 

97.0 
N.A. 
N.A. 


228.7 


78.34/ 19.7% 
53.21/ 19.8% 


A 
eA. 
A. 


70.61/167.4 





KEY ECONOMIC INDICATORS: MALAWI (Cont'd) 


% Change Est. Est. % Change 
1975 1976 1975-76 1977 1976-77 


BALANCE OF PAYMENTS AND TRADE (Cont'd) 


Total Imports C.I.F. (Cont'd) 
Japan . -12.4 
Rhodesia ‘ -64.2 
West Germany . -19.8 
U.S.a. -15.3 
Zambia s tae 
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Total Exports (F.0.B.) . 19.8 
United Kingdom ‘ : 46.4 
U.S.A. ‘ 92 7 
Netherlands 18.8 
Rhodesia “ -59.0 
South Africa 5 : 32-2 
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Imports from U.S. to Malawi in 1976: Chemicals ($1,261,083; road construction 
machinery ($1,187,959); vehicles ($341,886); disinfectants, insecticides ($325,054); 
tallow ($319,103); used clothing ($250,145); boxes, paper bags ($443,557); radios 
and radar ($202,917); machine tools and parts ($186,666). 


Domestic Exports to U.S. from Malawi in 1976: Raw sugar ($14,832,514); tea 
($2,358,324); burley tobacco ($161,066); aquarium fish ($185,240); other 


exports ($981,184). 


Sources: 1977 Mid-Year Economic Review (Malawi Economic Planning Division) 
1977 Economic Report (Economic Planning Division) 
1976 Economic and Financial Review (Reserve Bank of Malawi) 
Monthly Statistical Bulletin (National Statistical Office) 


Summary: The Malawi economy grew at a healthy 7% rate in 1976. Increased 
agricultural production, especially by the large estates, and high world 
‘prices for tobacco and tea exports were the major factors. As official foreign 
reserves continued to decline, the government initiated contractionary 
monetary policies. 


Forecast growth for 1977 was lower, 5.7%, but the constraint imposed by 
declining foreign currency holdings was resolved. Near record prices for 

the main agricultural exports led to an improvement in the terms of trade 

and caused the value of exports to rise sharply. Government monetary policy 

was eased which helped the non-agricultural sectors to improve their performance. 


Malawi, one of the least developed of the developing countries, has made 
tremendous economic progress since its independence in 1964. Its open economic 
system, preference for the capitalistic philosophy, and record of political 
stability are features which could attract additional American business interest. 
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Current Economic Situation and Trends 


Agriculture 


As Malawi has almost no exploitable mineral resources and a limited 
manufacturing base, the performance of the agricultural sector is the 
key to continued development. Estate crop production, principally 
tobacco, tea, and sugar, has increased a healthy 9.8% in 1976 and 

a 14.9% growth rate is foreseen for 1977. The estates provide over 
half of the total exports, being the most dynamic part of the economy 
in recent years. Results from the smallholder farmers, who produce 
about 85% of the total agricultural output, have been less encouraging. 
Smallholder crops are purchased by a statutory organization, the 
Agricultural Development and Marketing Corporation (ADMARC), which 
posts a set purchase price for each commodity before planting. The 
quantity of crops bought by ADMARC in 1976, although higher than 
1975 - a bad harvest year, was not significantly greater than the 
5% decline in quantity purchased 


ADMARC is paying marginally higher prices for 


1972-74 average quantity purchased. 


is forecast for 19 


‘ [322 es . 
the diffareant -ommodities 


The need 


to Malawi' 


risen 
year low, 
imports) 
January 1977 
from Malawians 
' abor recruitment foe k in South 
resumed again in June 1977 on a smaller 
scale), a substantial rise in imports during 1975 and early 1976 in 
an effort to build stocks in anticipation of the Mozambique-Rhodesia 
border closure, and an unexplained capital outflow in 1976 which was 
recorded in the errors and omissions portion of the balance of payments 
he government initiated restrictive domestic credit 


t 
T 


statement. 
policies in 1976 by raising interest rates and increasing commercial 
bank reserve ratios. The supply of money was also lowered. These 
monetary policies along with a strong export performance and a sizeable 
inflow of fici capital assistance in 1977 are thought to account 





5 


for the resurgence in foreign exchange reserves. 


Trade figures for 1976 show an actual decline in the value of 
imports by 14.02% to $210.6 million while total exports rose 19.82 
to $164.0 million. The performance narrowed the current account 
balance from -$86.6 million to a more managable -$49.6 million. 
The decline in imports was attributed to the disruption of the 
country's supply patterns following the closure of the Mozambique- 
Rhodesian border, a depletion of overly large inventories, and 

the credit constraints applied by the government. Export growth 
was due to higher prices received for agricultural exports as the 
quantity rose only slightly. 


The Malawi government is predicting a healthy 37% increase in its 
1977 exports to a level of $224 million. Imports are also expected 
to grow 37% reaching $246.4. The unit prices of Malawi's exports 
are rising faster than import unit costs, causing the country's 
terms of trade to improve. This is the first improvement in the 
trade terms since 1971. Both substantially higher world market 
prices for the main exports, tobacco and tea, and increased output 
of these commodities account for the export growth. Higher import 
levels are caused primarily by restocking and the greater availability 
of foreign currency in the second half of the year. With favorable 
weather (the major determinant of Malawi's crop yields), export 
performance in the next few years should continue to improve as most 
commodity experts see strong prices for tobacco and tea. 


Industry, Investment and Employment 


The manufacturing, construction and transport sectors comprise 
roughly a quarter of Malawi's GDP. Manufacturing output fell 

2.2% in 1976 and construction volume was down .5% while transport 
and communications displayed a .8% increase. These sectors jointly 
suffered from the restrictive monetary policy and disruption of the 
sources of supply of essential imports. In 1977 with monetary 
policy easing and a new pattern of supply reasonably established, 
growth in manufacturing and transport is forecast to keep pace with 
overall economic growth although construction will remain at 1976 
levels. 


Given the political uncertainties in southern Africa during the last 
two years, a 7% decline in Malawi's 1976 fixed investment is not 
surprising. The bulk of its foreign trade is transported via rail- 
road to the Mozambique ports of Beira and Nacala. Cooperation in 
the transport sector between the two countries appears to be good, 
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although technical difficulties at the ports have caused delays. 
Urgently needed imports have been air freighted from South Africa. 
The underlying soundness of the Malawi economy and the fairly 
successful experience in coping with its transportation problems 
have been significant factors in the forecast growth by 15.9% 

of fixed investments for 1977. Additional foreign assistance 
attracted by purposeful economic policies has also contributed 

to the increase investment. 


Employment in the wage sector continued to rise at a rate equal to 
that of the overall economy in 1976. Worker average wages grew 

to about $410. per year, an increase of just over 5Z. As in- 
flation was in the 8% range, real purchasing power declined. 


Government Expenditure and the Development Program 


The fiscal year in Malawi runs from April 1 to March 31. In fiscal 
year 1976 (ending March 31, 1977), total government expenditure 

fell 3% from the previous year to $167.4 million. This decline was 
caused by a cut in development spending. As the Development Budget 
is planned on a three year rolling basis, a portion of the 1976 
expenditure was postponed to fiscal year 1977 in a successful effort 
to balance the 1976 Recurrent budget. Total expenditure in 1977 is 
expected to be $209.2 (of this roughly 60% is Recurrent and 402 
Development), an increase of 25%. This expenditure will represent 
about a quarter of the total GDP. 


As Malawi remains one of the least developed among the developing 
countries and continues to design and administer development pro- 
grams well, foreign assistance has been available in increasing 
amounts. In 1977 foreign aid in the form of grants and soft loans 
total about $100 million. Approximately half of that amount will 
come from Canada (extending the railroad from Salima to the Zambian 
border) and the EEC (a wide range of projects). Other major donors 
include the U.K. (traditionally the largest), the World Bank group, 
West Germany, United Nations agencies, African Development Bank, 
and the United States. 


The sectors receiving the largest percentages of government develop- 
ment money are transport (46%), agriculture (172), and power (122). 
Industrial feasibility studies have recently been financed to 
examine molasses utilization, knitted fabrics, oil refining, 
ceramics, tanning/leatherworking and infusion solutions. 
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Malawi's public enterprises outside the transportation field are 
expected to continue meeting their primary roles as generators of 
profit to spearhead development. ADMARC, in its development capacity, 
continues to increase its profitability ($12.7 million in 1975/76) 
which has allowed the parastatal body to expand both its assets and 
its investment portfolio. Air Malawi, which must replace its VC-10 
aircraft by 1980, expects an increase in revenues as its charter 
service to South Africa expands. 


Implications For The United States 


The country offers American business a capitalistic economy where 
private enterprise has been targeted as the motor of economic 
growth and a record of political stability. A liberal attitude 
exists toward foreign investment, particularly in import substi- 
tution industries designed to provide a maximum number of jobs. 
Industrial licensees may be granted exclusive rights in particular 
product fields for a limited time and tariff and depreciation 
incentives can be provided. The basic corporate tax rate is a flat 
45% of net profit. Repatriation of capital and profits requires 
prior government approval but this has not been difficult to obtain. 
All OPIC programs are potentially operative. 


Projects of current significance to the United States include 
construction contracts for the new Lilongwe Airport (set for a 1980 
completion) worth $25.2 million, the Vipya 150,000/ton per year 
long fiber pulp mill ($400 million finance not yet found), expan- 
sion of the Lilongwe water system (from 2.1 to 4 million gallons 
per day), a replacement for Air Malawi's VC-10, provision of finance 
for both government and private enterprise, and two hotels planned 
for Lake Malawi. Competition for the supply of imports comes mainly 
from South Africa and the U.K.. American firms who can match their 
prices (including the transport costs from the U.S.) could find 

a profitable market. Although the Malawi market would not usually 
warrant a special visit by American salesmen, a stop here during 

a trip to this region might be in order. Lack of personal contact 
with Malawi buyers has been one of the major constraints on 
America's sales. 


The limited size of the Malawi market, its vicinity to the larger 
regional economies in Southern Africa and special links to the 
United Kingdom have in the past combined to limit the American 
share. Changes in Malawi's trading partners, continued economic 
growth (especially in the agricultural sector), and increased 
foreign resources now offer greater opportunities for American 
companies to supply and participate in Malawi's development. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C 20230 














